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J*g Jfc/fc/ sr 



< S* &* J; C J?=- » ?> *c "~ Sc- b*A It c- Ji J* J> t *ic ' 
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Dii i_lf t&AjfMitar t wV'V^ L/V-Sf- 1&OM ? <^- 

4&s'£Wi&.A&fry^sS^&i$f34&jj3U\2&fy 

-:U^l^i«L J^'lji |/*«^- lTJ^ Lit£. tfif&JtijS'Z'J* 
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.l^jll i^ JUj «ul* ill ^Lp ^1 ^ cJ ji h) f\ 

£0 *s4 tf ^ ^.l? 6x i£ c- el T^/i J',/; ^r* Ji^ J'wl T 

-U t/V< k_ <~. J,y£ ^L f^l J,/> faff 1/ f^sSt- Jtf 
<-A>e>f.i$j\$> flf\S & i'V <&/* f* >/ " :rl 

&A ^ * 'f- tfv /<=- 3 fax cr-ifrfif^ <-/>> 
u u-* J* i^r r '/■' J? ^=* aj"*^ u .h , j- a - ,, .> 

C-V , ' ' ' III' kl ' ' ' ' ' ' 4? 
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J^drststr* 
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J^ \S"j^-c *** 



J*£ SjkXii i/^Art*^i£ f&£ ill u/j, -rr 

. Jk J; t u^ <L i J i£V<£ ^ ' «/* r > 






^ *#t\£jirf$&fj?ft£j* ty if' t£2 ^ /!/$£*» 

iff[/jsi<£, L-f\fJ\r-i J. clLU- (JUL ZJ^^/fc^U 



rr 




M? Jr-strs >r- 



Thou shah not lend upon usury to thy brother, 
usury of money, usury of victuals, usury of any 
thing that is lent upon usury. (Deuteronomy 23: 19) 

if or titLrV <»~^}s »-/&\A £J ?~vA/ 

,2-\,l>J>/s jrf.jr ■{£ tf\fj»s*>r ttfr 

Lord, who shall abide in thy tabernacle? Who 
shall dwell in thy holy hill? He that walketh 
uprightly, and worketh righteousness and 
speaketh the truth in his heart. He that putteth 
not out of his money to usury, nor taketh 
reward against the innocent. (Psalms 15: 1. 2, 5] 

He that by usury and unjust gain increaseth his 
substance, he shall gather it for him that will 
pity the poor. (Proverbs 28:8) 
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Then I consulted with myself, and I rebuked 
the nobles, and rules and said unto them, Ye 
exact usury, every one of his brother. And I set 
a great assembly against them. (Nehemlah s-. 7) 

He that hath not given forth upon usury, 
neither hath taken any increase, that hat 
withdrawn his hand from iniquity, hath 
executed true judgment between man and man, 
hath walked in my statues, and hath kept my 
judgments, to deal truly; he is just. He shall 
surely live, said the Lord God. (Ezckiel 18: 8,9) 

yjl «<L £ Q £Tt /rf «-J -J t//-/ «"•"' ""!•*/ 

In thee have they taken gifts to shed blood; 
thou hast taken usury and increases, and 
though hast greedily gained of they neighbours 
by extortion, and hast forgotten me. said the 
Lord God. <EzekieI22: 12) 
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^/^Jtti tf\fj& trj^i ufs^ j>r^j} 
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^ V\t\f-j\»cJ "ijl t£.j t)lj e-&fUkt£*l &% {/u*~ &j** 

pb- i}'^/*/**^ ><A u^'v bXi2>V be f>VUG?u§ 

^Jl L*i] i)lLi :*J^5 ^i^3 itij-*- 1_^ i JL-4J1 
j^Maf/ik. ileal** fiL JL/i/L » -:-^y 
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Zl &*fi/aJMj*j»\ bf Uc a. 2LjiC&L jsJ't/t^J 

*\./J'*Jt<!i\?\£d**sj\{\.fsJ* 'fi dwi/J \A-brtg 4~>J 
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J*£\J~j^S3r 



-jt£"L.w" 

j\ «p civi^jp C/ivi lT V , »M\)&'*jt(!>f$i;J'c- l> 

«=->U-j i$j\fiJtjSi\ ch/r^yji ec/f ^ i£ wU J/T \££f\j*/ 



dij\?\e- id \f* f- \fJ& dw <Ji)*£ d&d> 2- J^i" 
fifi fi*\ JLtu $&&/+ &J4;J~ J*if<2-f 

ju> %L &JI V'" ^ J(^y > J?///JU- &C 
[$Aj^'s Sd 1 tfjtya txXirjM JlJU <£> jt bf$*£? 



rr 




JtfJ^tv.*** 






ra 




J**£ tj^y tv *y 



J^/j^L. (Medium of Exchange) Jte'Jj)ft/li *js? <j? tfjO 
< Jiw ^i. . j^Ub gLhftj .jaJO j^-sJ'j < j-a-JJU 

fjf^j. L ii>"U J>> <i-4 £ i-^ Cr-U^y 

ut i\^i S "^ W't * w y L fob t^^rf 
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J*2\J-jts sy 
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J**£ o~j tV 3>y* 



^jl^jij <*J*a£!\j .A*Jl :li$p bJl Apt ^9- Ui^Lij 

« & jt 4-At L <f- (^ & j m % J -s.y 

Lfcb Jd*S& ft J* & ^j^Sjjv 



fA 




J^Jf-jtsyr 



\fy J^L iji&Jjijb ii/jt jijM ^Lig 
&* jiii- d*&fe~ cf-Su? Ji**^< «- 

-J I- 16/1 J* 4; »' /y? f>^ JU U r, < U^ 

tffiLu: ^4 £ uH tvX «z- off is t(~fy\h i- J"~^-A 

J'^ji \SMf\t'<£~ U&&1 (ilTwU tfi .s^ JM ^1/ 



— 



n 




J**> Jrjts jr- 



i$^j>\ Jv& &kzf'-£- LJ (Confuse) J.J \J!$JV£ *dSJ 

*/&/*L. r >Si}W 6>iUb*C\ &//*- $i£ 'f- «- lA a^T 






I £• I J-»? J- j tv >r 

i/'U j/J5 j'JX U- (jvlr.jUl cfOV c *4i& - ;,1A 



^ ^ U& €&>£- &>» y* ^ *h 4- 1 1 vstv\* «ji 

S&t 1 & Jit* /?. ji \J?*J**L\ ^J i J>b Jl Jk. g, 

Uttg c- J"* {f i J.\y^L./Jy» J^f<c^ jL/'{f r -UL» 
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Mtjfjksir 



%kf*f$)u*\f\t. */-/$- >->&*- <-/•£ J^' rHn^ 

»A ?<&* w-Y- CfJ^i t/J***^ Jl f*4tJi ifu?Jrt 
0&^t^/ler»£-frJM? (JpyJJw J^/v js/3* 

AisSuf&j v l ^<V Jii Jk. #Lj ji tf l/*J? «s- / 
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J*% J*vtv 3 y 



~<l-J>) &\fM JsC**^ br ''k ^C £*Jt t/j>\t )r; |/l 
St/a/* ?-5 M f&sfljf. ~dx£h^i it ^J\-:t.r 

jw D'j J'LiAtf'xZ- *J/**J>%£ fiftf/jfi*. fyf 

/$>&}£ fo s ?><r- **&*&& fA-b'j'i « Jfe <J* J? J* 
V9& ^\£fVf*&&& : JV'yVU Hj?(frJ!.*J\iv/t& 
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y \jfiijtfj»\ tj*S(0\Sjs ^i/SiJ 1 &&J>Jk >&J »j?Jf 
Jtja't.J? 6 (Gambling) ^f.J'&fjtf^iJIJ* lf'&LfU\fbf 
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J^J*vtv^ 



dlL^j jf(\& *&&■ j/y »> jt i_i; i/f 
*^U*i iTfj r^ t^illf i/l^ »0 ^'>^ 

J v£Ujk2-t#lAir££&} l tof (Shekels) 

7 7 M 

* 7 ** 
i}j[f (Negotiable) >a£t/ \J'% <£- Jii »>£>* J\s 

vjl *JJ -\JZJs\, \j (Commercial Paper) o'£j|?"3 
Jt &S tii&r (Shekel) J? ^J>!f jT' 



31 







•J"- J>'>^ & ±- *Jr/ fit <V<z- (Balance) 

(Private Business <: /O' ^j[f J'j J I Jy «i_ (J^M j£i «i_ 

B'(i/4s-f'U2 bHl£f*W?£&$ f^O^.'6 J ^Jr\i Institute) 

«t£ b^ fi/jj*£. L Lk $f$W \><Z-}s jMc/ 

jtAj&^Z ■»' <^~ »/" 4Lj\$3yf\j\ tZ-J (Deposit) Jj'^Ijuj^ 
JlA-i (ji jfc/^T (Certificates) cJ>jCo jjA «(L.C) J«|>0^ 

t£. tyjjjtt£ city jZ oJ\$j*\£& ?.£. Sdy Jf'S^^ 



/si i\}\ / isy I//) £s/\ J>~ ±cj Vr* a js\ 

&fjjf J* \$\h (£ jCi tf&tt *-j( Jr* \f 

m • 

ifi 6^6^J^i\.^— (Money Changer's) J/!/" 

w^ ij*- t^j tf^J tj C~) (Trapezite) (X 
*&}$/'*&» JtJ** ty i- </< «f- (£ T <X 



£A 




Jt&Jfc/fyjr 



jft/z. (\t »ju «j^ «^/(/fei J'r ^< »if« &*'£-/&■'* 

if- ^ ^^ J^lTu^V^ l^'i- (Gibbon) c/j> 

a 

Persons of illustrious rank were confined to 
the moderate profit of four percent; six was 
pronounced to be the ordinary and legal 
standard of interest; eight was allowed for (he 
convenience of manufacturers and merchants; 
twelve was granted to nautical insurance. 

*\f \i jS) \±cj &J9 ivr* £. L jti(\ijAi 
Sc- i}1j£ jTa\ ~ j^ *J£ *Ji/l£ J I #J> - :l \ 

(I) Ciihhon: The Decline and tall of the Roman tmpire, chapter 44, The 
Institute iv. 2p90. 
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J**? if'jtsjr' 



a) S<Z- rfttS^f ^ <6x J"- '^ •jj'ite iSflJtJV 0~/^~ 

^ i/i <^_ L-K «£v A/4 «=^ &j\fJ\sL ft~^Si «=_ jt 

JvL f&Lx 6j\PL ~fj\/L jJs»*.j\,L Jd*~L< 

-Jttit&itJj/'L Ja fiJ t \s \H \l*> its 
- : S<z- IjC 1_ -K 4- J J iy if £ Jp «L J/^i d". I - : A • 

-JL Z_ u L- i? jt d"~ j \S/2z >fe > m 



1» 




J4?dvfr<-w 



&lj£ <J2 >?i c- fill J^U L jlV JlyJ i/~tfJ>fej <^-> ft £ 
faf*&W JUL \£}ZJJVL J&;£ ^/Jl-lM 

^ »;u*i B'i/i ^ elf o^c/k, ^d.U* t£f£ ufi/i^i .^/J 1 
i_ i^yiij ^ to? c- .s^dji tf^^ -i'V^/^ J&*-V£ 

•J * • ' 

M 

j/k. *L l/1 .^_L T T^> L f w /£_i/, / 7 j/^r -:Ar 

Jfyi£ ^sb/tiiL i/i <^ Jo j/u* j% -»' j&A'Jz 
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J^JrJFJt*** 



bU /f i^ 1 ' J* -><e! &/*>/$- J* J- f*f\$/\£>\. *,<£-LJi'\fJ? 

And they sat down to eat bread and they lifted 
up their eyes and looked and behold, a 
company of Ishmaelites came from Gilad with 
their camels bearing spicery and balm and 
myrrh going to carry it down to Egypt. (1) 



If 




Jdjfjtrsw 






r» 



VfJ"- "cw J*/* kt <i cH' V^c/ ^ 4 • i- J^ /•'(<) 

-mi gy*f^t :^>i (r) 
->HIA!»rff ^»k/ t&»H)'6t> ''*':'* w/^s^ (r) 



— 

'if 6* \& [$/$■#{/ L- ■>//! ^-^-^^6 (Joint Stock Company) 
. j-Ji ^ <u £** VI JUL. aJ JLi^i V j ^y jrf pJ 

OT I L if'/P \**[J y&jfj) I >/ &)6f~ ■-?. J 
_£l Jr&\ -- <it Z-K- <L* £./*»&» 6/j>\ (Consumption) J.L>' 

jj ^lju ij^f jt JH j Jjt j JU j& J <Uitf)l JU #1 

«JlJ^ Jjt J I'&jlfj Ajjisst* j-j! J* I jbnJ ^flStJ j'-T 



ir 
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( 1) James Robertson, Transforming Economic Life: A Milleriial Challenge. 
Green Books Devon, 1998. 
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The Credit and capital markets have grown too 
rapidly, with too little transparency and 
accountability. Prepare for an explosion that 
will rock the western financial system to its 
foundation. 
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Z-lf L-i/u/j! d 1 sail <L/jt r& tf/fe wifc' - :lir 

(I) Source: OECD structural indicators 1996. liunk of England and council l*>r 

Mortgage lenders statistics as quoted b) Michael Rowhotham in 'The Grip of 
Death". Jon Carpenter Publishing. England. 
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Credit, therefore, tends to go to those who, 
according to Lester Thurow. are lucky rather 
than smart or meritocratic. 1 The banking 
system thus tends to reinforce the unequal 
distribution of capital. ' Even Morgan 
Guarantee Trust Company, sixth largest bank 
in the U.S. has admitted that the banking 
system has failed to finance either maturing 
smaller companies or venture capitalist and 
though a wash with funds is not encouraged to 
deliver competitively priced funding to any but 
the largest, most cash-rich companies. * Hence 
while deposits come from a hroder 
cross-section of the population, their benefit 
goes mainly to the rich. 

(Dr. Chapra's written statement under the caption 
"Why has Islam Prohibited Interest?" P. 18) 

< 1 > Through. Lester. Zero - Sun Society. New York: Basic Books 1980, P. 175. 

(2) Bigsten. arnc, poverty, inequality and Development, in Norman Gemmel. 
surveys in development Economics. Oxford: Blackwell. 1987. P. 156. 

(3) Morgan Guarantee Trusl Company of New York, world financial market. 
Jan 1987. P. 7. 
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The pervasive role of interest in the economic 
system results in the systematic transfer of 
money from those who have less to those who 
have more. Again, this transfer of resourced 
from poor to rich has been made shockingly 
clear by the Third World debt crisis. But it 
applies universally. It is partly because those 
who have more money to lend, gel more in 
interest than those who have less; it is partly 
because the cost of interest repayments now 
forms a substantial element in the cost of all 
goods and services, and the necessary goods 
and services looms much larger in the finances 
of the rich. When we look at the money system 
that way and when we begin to think about 
how it should be redesigned to carry out its 
functions fairly, and efficiently as part of an 
enabling and conserving economy, the 
arguments for an interest-free inflation-free 
money system for the twenty-first century 
seems to be very strong/ 1 * 

j./ J*' *-v* Jx 1 £=- *7*/A /»• <f- & ~r 

(1) James Rohcrson. Future Wealth: A new Economies for the 21st Century. 
Cassell Publications, London 1990. P. 131. 
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i:- Michael Rowbotham: The Grip of Death - A study of Modern Money". Jon 

Carpenter. England 19*)8. chapter 13 to 15. 
ii:- Patric S. J Carmack and Bill Still: "The Money Masters". Royalty 

Production Company, USA. 1998. 
iii:- William Guy Carr: "Pawns in the Game", Ra USA chapter 6. 
iv:- Robert ()' Priscoll and Margarita Ivan off- Dubrowsky: "The New World 

Order". Canada 1993. 
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(I) Source: Bank of England Releases. 1995. 1997 as quoted by Michael 
Rowhorthum in "The Grip of Death - A study of Modern Money". Jon 
Carpenter. England. 1998. P. 13. 
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Why are we over our head in debt? Because 
we are laboring under a debt-money system, in 
which all our money is created in parallel with 
an equivalent quantity of debt, that is designed 
and controlled by private bankers for their 
benefit. They create and loan money at 

interest, we gel the debt 

So. although the banks do not create 

currency, they do create checkbook money, or 
deposits, by making new loans. They even 
invest some of this created money. In fact, 
over one trillion dollars of the privately-created 
money has been used to purchase U.S. bonds 
on the open market, which provides the banks 
with roughly 50 billion dollars in interest, less 
the interest they pay some depositors. In this 
way, through fractional reserve lending, banks 
create far in excess of 90 % of the money, and 
therefore cause over 90 % of our inflation.' ' 



*. * 



( 1 1 Patric S J. Carmaek and Hill Still: "The Money Master. How International 
Bankers Gained Control of America", Royalty Production Company 1998, 
PP.78 7^ 
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\fyijg \$ji*>jsi \$>^<L <J/J./(V t»fc» t/r 
j#J*'AlL£ or zj J>. ±t£k cJj***- 

kT^- 5 ^/ 

4< &^j ^ 2L/J&- i/jj (? j-f 4? A 

/i/yj Jr*) ^>i/' ^ I_ f\i\fo>j\>s\f*£- 

— H t 

(Quantity Theory of w^ JyU** (?'*-< <£ JJ&J* -:l^ 
Jt^tdtijR £-0 <z->zf.£- L.fJ)/*fjsj \}A L- Money) 

This (Monetary Management) a government 
does by lowering or raising interest rales. This 
alternately encourages or discourages 
borrowing, thereby speeding up or slowing 
down the creation of money and the growth of 

the economy The fact (hat. by this method. 

people and businesses with outstanding debts. 
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simply as a management device to deter other 
borrowers, is an injustice quite lost in the 
almost religious conviction surrounding this 

ideology 

This method of controlling banks, inflation 
and money supply certainly works: it works in 
the way that a sledge-hammer works at carving 
up a roast chicken. An economy dependent 
upon borrowing to supply money, strapped to 
a financial system in which both debt and the 
money supply are logically bound to escalate, 
is punished for the borrowing it has been 
forced to undertake. Many past borrowers are 
rendered bankrupt; homes are repossessed, 
businesses are ruined and millions are thrown 
out of work as the economy sinks into 
recession. Until inflation and overheating are 
no longer deemed to be a danger, borrowing is 
discouraged and the economy becomes a 
stagnating sea of human misery. Of course, no 
sooner has this been done, than the problem is 
lack of demand, so we must reduce interest 
rates and wait for the consumer confidence and 
the positive investment climate to return. The 
business cycle begins all over again - There 
could be no greater admission of the utter and 
total inadequacy of modern economics to 
understand and regulate the financial system 
then through this wholesale entrapment and 
subsequent bludgeoning of the entire 
economy. It is a policy which courts illegality, 
as well as breaching morality, in the cavalier 
way in which the financial contract of debt is 
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effectively rewritten at will, via the power of 
levying infinitely variable interest charges. 

*-**&• ^Zw^i^Ux'/ij&iS 

i tk Su^j'b 4- */£»l Jls 2l} j\S 

— 

tf£* gr/*^ ^ <f- ^ Ju't ^J>-. lfi_/ 

t/'-S/^s- tL-f\}*jff\j&j* A wh w if" 

^>'/s J/ (Roast)^ f'i i^t/^f- ^frfldJ* 

4 l#£ \he-**> *j**#4 4 *££ r^ 

aij c— ^jif* jit j j J>'/' «Jr !_^ <J *_»*] jZ 
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Jb'l c4f«^. Jv J/: (/-W (/4 -*A£s3j 
J* Uc jwK tf jfc 'f- (jlf &dJSrjAf $£j\*i-. 

lT (Options) ^OL^Iyjl (Futures) ^U^ijf (JvUJ ij^D^jj 
\SJ\r-t jt ^slfjijjl ^ zLj><L (Derivatives) aJB&Jl J 3 

^ ir J '~£ <c£ f--' ^-4 l^/ & (Derivatives) >=,&>£. cJl 

y^«f- M tf-Jr* yj/ (G d P) jhifti vtf*f*f7^£j}ts iaa 

-«£_ (# © g£ < Hedge Funds) 

^2?' $? t J*- <&. \j\» 04^^n.\^ i m /j»\ \j»"?£- 4: s '"'- 

\fjsl*-{jt}j (/(Shocks) \j£t£.A1\%J$\Sl4*q~\J3lf$f*L. 

( 1 ) Prof. Khursheed Ahmad, Islamic Finance and Banking: The challenge of the 
2 1st century, the paper-It submitted to the court by the author. 
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The money-must-grow imperative is 

ecologically destructive (It) also results in a 

massive world-wide diversion of effort away 
from providing useful goods and services, into 
making money out of money. At least 95% of 
the billions of dollars transferred daily around 
the world are of purely financial transactions, 
unlinked to transactions in the real economy. 
People are increasingly experiencing the 
working of the money, banking and finance 
system as unreal, incomprehensible, 
unaccountable, irresponsible, exploitative and 
out of control. Why should they lose their 
house and their jobs as a result of financial 
decisions taken in distant parts of the world? 
Why should the national and international 
money and finance system involve the 
systematic transfer of wealth from poor people 
to rich people, and from poor countries to rich 
countries? Why someone in Singapore be able 
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to gamble on Tokyo Slock Exchange and bring 

about the collapse of a bank in London? 

Why do young people trading in derivatives in 
the city o\ London get annual bonuses larger 
the whole annual budgets of primary schools? 
Do we have to have a money and financial 
system that works like this? Even the financier 
George Soros has said ("Capital Crimes", 
Atlantic Monthly, January, 1997) that "The 
untrammeled intensification laissez-faire 
capitalism and the extension of market values 
into all areas of life is endangering our open 
and democratic society. The main enemy of 
the open society. I believe, is no longer the 
Communist but the Capitalist Threat. 

tS*U&fiS2-J'fi/*A,*j>it&&' 1 , 

v»i j^\i_ <2_i> Ju^i tJAi^ji ttfj- ^ ul*\ 

\Ja[ ?£- tT> fc*f (»/js£c- \JPM y*l .=-t£- 
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■J* 1 «i_lj .Ly' j^jlfjXI <C (Derivative) ^C^* 
(Laissez-fair)J^U (*> $&sf\jL(\&z\j\iJ,f 
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The experience accumulated by Islamic hanks, 
in general, and Ihe Islamic Development Bank 
in particular, as well as attempts made in a 
number of Muslim countries to apply an 
Islamic financial system, indicate that the 
application of such an Islamic system by any 
Muslim country, at the national level, is 
feasible. According to the data compiled by the 
International Union of Islamic Banks, there are 
176 Islamic banks and institutions in the 
world. In terms of number. 47'/? of these 
institutions are concentrated in South and 
South East Asia, 27% in GCC and Middle 
East, 20% in Africa and 6% in the Western 
countries. In terms of deposits, amounling to 
US$ 122.6 billion and total assets amounting 
to US$ 147.7 billion. 73% of the activities of 
these institutions are concentrated in the GCC 
and the Middle East. IDB alone, since its 
inception form 1976 to 1999. has provided 
financing in the range of US$ 21.0 billion. As 
against a growth rate of 7% per annum 
recorded by the global financial services 
industry. Islamic banking is growing at a rate 
of 10-15% pre annum and accounts for 
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50-60% of the share of the market in the GCC 
and Middle East. 

Islamic banking is distinctive in two respects: 
concentrating on the real sector of the 
economy, it imparts tremendous stability to the 
economic system by achieving an identity 
between monetary flows and goods and 
services, and by operating on a system of 
profit and loss sharing in its evolved state, it 
insulates the society from the debt-mountain 
on the analogy that if the economies enter into 
recessionary or deflationary phases, the 
principles of profit and loss sharing protects 
the states and economic operators from the 
evils of accumulation of interest and 
minimizes defaults and bankruptcies. 

A $4 uz ^ Jfad? 3 ?* lA J\/d\y 

efif# tiff tfiH 14 i£ Ji Juw \fSdl US 
^ u\l£ >i> <jt >&>*t~jht \iy^ J>. Jin 

c~ ^C jh\js\i'jM if/i cC fir*i cJi efd' 
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j>\ jyir tj ^£ y^/J^i jit y £jtf/{\£ frrdt &*& 

j/lH ^ w' &_f «6t k/jfj&t 2-JjZ^*zJ) <C (Transformation) 
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Why has the process of issuing new money 
into economy (i.e. credit creation) been 
delegated by governments to the banks, 
allowing them to profit from issuing it in the 
form of interest-bearing loans to their 
customers? Should governments not issue it 
directly themselves, as a component of 
citizen's income? 

Would it be desirable and possible to limit the 
role of interest more drastically than that, for 
example by converting debt into equity 
throughout the economy? This would be in 
line with Islamic teaching, and with earlier 
Christian teaching, that usury is a sin. 
Although the practical complications would 
make this a goal for the longer term, there arc- 
strong arguments for exploring it - the extent 
to which economic life world-wide now 
depends on ever-rising debt, the danger of 
economic collapse this entails, and the 
economic power now enjoyed by those who 
make money out of money rather than out of 
risk-bearing participation in useful 
enterprises."* 



(1) James Robertson, Transforming Economic Life: A millenial Challenge. 
(iivcn Rooks. Devon. 1998, P..S7 
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Converting debt to equity is not a panacea for 
all economic ills. It can, however, produce 
many positive benefits. These benefits will not 
necessarily follow automatically from 
conversion. Concentrated effort will be 
required to ensure they do. Without conversion 
they will not happen at all. 
Not the least these benefits will be those 
brought to the banking community itself. The 
banking and monetary system will not 
collapse. Nor should there ever need to be the 
threat of collapse again. Owners of banks will 
find the value of their shares underpinned as 
liabilities disappear from balance sheets and 
are replaced by assets of a specific value. Each 
and every depositor will be able 
simultaneously to withdraw his or her total 
deposits. 

Demand for the bank's current or cheque 
account services will not diminish. Longer 
term depositors will now have to pay for 
storage: it will be a less attractive option than 
exchange, so the velocity with which money 
moves from bank to market-place to bank 
again, from one account to another, is likely to 
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increase. There will be a continuous flow of 
money available for new equity investment. 
The market-place in general will also receive 
benefits. Conversion will also cause the value 
of money to stabilize. Saving can then retain 
their value. Prices need only vary according to 
the supply and demand of the product being 
priced. Measurements of exchange value made 
by different people at different times can be 
validly compared. The unit of money will once 
more be a valid unit of measurement of 
exchange value. The field of economics can 
become a science. 

Many of the distortions which now exist in our 
individual frames of reference will be 
corrected. For instance, an investment which 
took an investor, ten, fifteen or twenty years to 
recoup used to be considered sound. Now, too 
often the maximum period envisaged is five 
years; even three. This short-term view has 
precluded many useful businesses from being 
created. The re-establishment of stable money 
and the emphasis on security which will bed 
required within equity investment program 
will encourage people to take a longer view. 
More businesses will then be considered viable 
and the number of new jobs can increase 
dramatically. 

Existing savers will also be protected. The 
conversion to equity will eliminate the 
possibility of collapse for individual banks and 
for the system as a whole. Savings will not 
disappear. The nature of savings will change 
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from just units of money lo units of money and 
shares. The exchange value of both the shares 
and the money will have to be re-assessed. But 
they will have value, ff no actions is taken and 
the system collapses, they may end up having 
no value. 

The changes proposed will also free many 
from the enslavement of debt. Both nations 
and individuals can regain their dignity. They 
will be free lo make their own choices. No 
longer will managers have to face the choice 
between paying interest and disemploying 
some or not paying interest and disemploying 
all. 

Nor shall we need to experience the stresses 
caused by current economic and business 
cycles. There will be a steady flow of money 
into investments. New investment 
opportunities will continually be sough as a 
home for both individual saving and business 
profits. Both will wish to avoid storage 
charges. 

Growth will be dependent upon the continuing 
development of new ideas and new productive 
capacity. Growth will no longer be dependent 
upon the positive flow of new savings and new 
profits. 

Re-establishing the integrity of money will 
eliminate at least one of the causes of human 
conflict. Money will no longer secretly steal 
from those who save, those on fixed income 
and those who enter long-term contracts. 
Further, it can lead 10 a greater premium being 
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placed on personal integrity. The character 
traits of honest, honourable and forthright 
behaviour will be in demand. Investor's 
security will depend on them. Recognition of 
the degree of interdependence in an equity- 
oriented market-place can lead to more 
consideration of the needs of others, and. 
ultimately, to a more caring and. 
compassionate society. 

Of course, life is never roses all the way. Many 
mistakes will be made. When new paths are 
trodden, the way is sometimes uncertain. Some 
will find it difficult to break the habitual 
patterns of thought which govern behaviour in 
a debt-oriented society. NO doubt some 
readers will have already experienced this. 
Some will be hard-pressed when the actual 
exchange value or their investments becomes 
apparent. Yet, the conversion process can be 
controlled. Collapse cannot. We should be 
able, as part of the conversion process, to 
identify those who might suffer unduly. Then 
we can be prepared to assist them and cushion 
any hardship. 

The case of honest money is a compelling one. 
Honest money is not a thief. It does not steal 
from the thrifty. It is not socially divisive. It 
does not promote economic and business 
cycles, creating unemployment. On the 
contrary, it encourages thrift. It promotes 
sustainable economic growth. It rewards merit. 
It demands integrity. 
These were worthwhile goals. They can be 



\ar 




J^J^vtv >y 



achieved. What is needed now is the will to 
make them happen. 1 " 

i\y^A. c^- ~ (* <>z- J? b& J^fui^ 

jijhj jt f\& Jul j»\ &\$n <L o* ~ fif» 

J&J& (Liabilities) <sX&*£- <J\3i[<L l/i 

-Z- Ji If X J V*=- < Assest) jy If '<L_ Ij v>J 

J (Accounts) (jyUwC>yjl(Current)Jy|f^. Jjv 

\J*jU\c-\J&i$A W>& (Option) ;\? I J*J(C 

<-/» «, pv(J& £■ u&A «- o\> A ^ J- 

(1) John Toinlinsnn: Honest Money: A Challenge of Banking. Helix 1993. PP 
115. 118. 
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iL £* (Equity Investment) \$jiJ»/ J '/if 1 ^ 

* ** 

<J* jn ({41 iTi^ dfjif /i ,4 s/ S} 

-£_ &cf- (^J? tt"* 1 * I'l&if U" 
( Frames of Reference ) \$tfii^J(i >J J^/iScf* ifJ 

/ jML Jt> i $L- \eXi,U>*lSc)'< Jl Jlf Jt L/» 
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One of the most unusual and original 
contributions to the monetary debate. John 
Tomlinson is a former merchant banker and 
presents a powerful case against the 
debt-based money system; his solution is 
highly creative and shows the scope of thought 
outside the normal parameters of monetary 
reform. The work is currently being 
incorporated by Nova University in America as 
part of their master degree in economics/ J 

ol. . a.wjM jyi (bjjt*£. JnJtjH ifvfufr - 

(I) Michael Rovbotham: The Grip of Death: a study of Modern Money, ion 
Carpenter 1997. P. 330 
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Although this long term shifts from a 
bond-based to an equity-based financial system 
accords in many respects with Islamic 
economic principles, it is a trend which is by 
no means confined to the Islamic world and 
which is increasingly being championed 
globally. The resurgence in Islamic finance 
worldwide is seen by some simply as a 
reflection of the global economy's discernible 
transition from bond-based to equity-Kised 
finance. 

Consider, for example, the strategy of 
developed. non-Muslims but heavily indebted 
economy such as Italy. Under the terms of 
privatization programme which gathered 
momentum in L995 and 1996, Italian law 

stipulates that " all the proceeds of the 

privatisation of public companies become part 
of a sinking fund that, by law, can only be used 
to retire debt, and is not applied towards the 
reduction of the PSBR." Perhaps, indeed, the 
Western world has been gravitating toward 
Islamic principles of finance without knowing 
it over the last three decades.' * 

i I ) Philip Moore: Islamic Finance: A partnership for growth. Economy 
Publisher's 1997. P. 173. 
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As shown in a recent paper by Khan (1985) 
this system of investment deposits is quite 
closely related to proposals aimed at 
transforming the Traditional Banking System 
to an equity basis made frequently in a number 
of countries, including the United States/" 

J3\ ^ $ ijy/ftf tjy* j? $i *S/ \fi- &**&& 
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(Depositors) JiJ^U^ii^.f^ii^ *^-*^tS IffB^UI 

Uf *a**£>* &T M yj^u Jlf iftjj Jit ^«U^i/i/ 

(1) Mohsin H. Khan and Abbas Mirakhor: Theoretical Studies in Islamic 
Banking & Finance. Houston 1987. P. 168. 

(2) Peter Worburton; Debt and Delusion. Central Bank Follies that threaten 
Economy Disaster, Allen Lane, 2999. P. 224, 225. 
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J>. A < t» (Protfolio) # jft t/j &M y jlsJ: • &fd£»jfs 
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^ ^ MC i-fj%* t (Feasibility) *,\X>\L. g/JjUU Jp 

*•&■ <£ tT- ^ If jL^/i L f*l?«=- Jt c" /f- J^j^tt 
c J- ft/Uf- &*~ Mptf- wl J^i Zl J>L>» iW^i is4L3l 

L. (Joint Stock Companies) Ofj,£gl/ «-//** ^' ^' 3i/* 

yji L^ 1-j.JjfzL j\ Jf \fi?.i\ L j\ «;- tkfJeuzJy 

JI'C- \$S <zf/J ^U (Liabilities Side > c l^ J' J&s)?.*' 
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\$J (Par Value) ^ ^ J*/"** Vi-lf Ujbjftf- Jl^ 1 wfl j^*»j 

fc/er) ^u ? i jg* i/jt c/' l &> tju J/cT^y &M«l. 
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V'Jwf&f/jfiAif^jii&^e vfit\jt u&tf oJl 
-^if /Outfit /*=ss Jfitf tS*4 ^M «r ** (^^ J^ 

t/' u^'^y^y jv^^- <£v f/J.&- w -- rrr 

J°}\j\h <££.}* ^<£2L'<L<L (Debt Servicing) <Ll£ 
J'yrL i/Z c^ *L <£ i./jV-i tf\s,l j/i -:irr 

& ,»» fry? L-* l£jP+ f&>\* \$Ji\/£-j\s &f. L J; j l^« u£ 
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Oaf i <t£ c"j cJ^S./^ JC\ Jb ^> jt Js) &* tfr 

tf (Awards) hi Ju L- J**- Ji & <+. S6^^ fcif 
<LhZ-, j/jf^'tC J^/C \£i &f£L \JifS iJtiCJ'b 

According to the OECD, between 1982 and 
1990, total resource flows to developing 
countries amounted to $ 927 billion. This sum 
includes OECD categories of Official 
Development Finance, Export Credits and 
Private Flows, in other words, all official 
bilateral and multilateral aid, grants by private 
charities, trade credits plus direct private 
investment and bank loans. Much of this 
inflow was not in the form of grants but was 
rather new debt, on which dividends or interest 
will naturally come due in future. 
During the same 1982 - 92 period, developing 
countries remitted in debt service alone 1342 
billion (interest and principal) to the creditor 
countries. For a true picture of resource flows, 
one would have to add many other South - to - 
North out - flows, such as royalties, dividends, 
repatriated profits, underpaid raw materials 
and the like. The income - outflow difference 
between $ 1345 and $ 927 billion is thus a 
much understated $ 418 billion in the rich 
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countries' favour. For purposes of comparison, 
the US Marshall Plan transferred $ 14 billion 
in 1948 to war - ravaged Europe, about $ 70 
billion in 1991. Thus in the eight years from 
1982 - 90, the poor have financed six Marshall 
Plans for the rich through debt service alone. . 
Have these extraordinary outflows at least 
served to reduce the absolute size of the debt 
burden? Unfortunately not. Inspite of total debt 
service, including amortization, of more than 
1.3 trillion dollars from 1982 - 90, the debtor 
countries as a group began the 1990s fully 61 
percent more in debt than they were in 1982. 
Sub-Saharan Africa's debt increased by 1 13 
percent during this period; the debt burden of 
the very purest - the so-called LLDCs' or 'least 
developed' countries - was up by 110 percent. * 

(Official Jy 6^6^/0 OECD^j. <U^l 
Q/bi ijlijilJL/ljj. U Development Finance) 
<^\M &\)&\M($£} iJUlL «U JO (Flows) 

£- \P iS *A&* HAti /\ a. J"- ji<u?Jt 

( 1 ) Susan George: The Deb! Boomerang How the Third World Debt Harms us 
all, Pluto Press. London 1992. 
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'M &*/*> * ^ ft/ 1 J* iS/u^r 

tj-1 7Uf \fe- (jii Jyl *for to) ity *«& 

i. Ji\S^zfJc*W*c~ f HAT ,/fefg, ^J^ 
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J.l- i fa ^-/» *\jt i* J& \f-&/ *> \Sa J\s L jrv 
j^-jr &{& &b<L &tei*\fijrt{\f*4 tf*uiu ?n£ZJg+k 
(Jt/^ \$dh**%Aj**u& sL/ig ;i* iftfjui J5j£ u^l 

(Austeritj "flA/ J»i/'m/» y j: Jl** ,'lft ^ JU^L fa 
JBVcvlf i/l l> vjI (jiajtf « l£lr ctf i/^ 'L# Z-l/li/tf* Programs) 

Between 1980 and 1989 some thirty-three 
African countries received 241 structural 
adjustment loans. During that same period, 
average GDP per capita in those countries Tell 
1.1% per year, while per capita food 
production also experienced steady decline. 
The real value of the minimum wage dropped 
by over 25%, government expenditure on 
education fell from $ 11 billion to $ 7 billion 
and primary school enrolments dropped from 
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80% in 1980 to 69% in 1990 The number of 
poor people in these countries rose from 184 
million in 1985 lo 216 million in 1990, an 
increase of seventeen percent. "' 

j Ji Li) & <L <£-)^>.X} Jv- 1 rn ■*- 

Jf (GDP) vblg ifaffl* L-P* (Per Capita) c/ 

ji t W Sz)Lh£. j£< 6/ ] y '**£• *jjM &'£ 
(sf^/tzLx J?*o>^ J: ,m* //*- jAs* 

fj>. d\ijj>L^y\?L » 1SA5 ju >/«f- /!#=- >*!*• £</ 

(1 ) Susan Ckorge, Fabri?io Sablli: Faith And Credit, The World Rank's Secular 
Empire. Penguin LW8.P 141. 

(2) David Korten: When Corporations Role the Birth, fcarthscan 1993 as 
quoted by Michael Robwtham "The Grip Of Death". P 135. 
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Ji\fJ 9 )/'tf\ & fat Jr^^^ffJrj^-'.rrb 

There has been a massive outpouring of 
literature on the subject of Third World debt. 
The books are characterized by one feature. 
Whereas the arguments and policies of the 
IMF and World Bank have been based upon an 
apparently reasonable theory, the studies give 
case after case and country after country, in 
which the theory has not worked in practice. 
Either loans have led to development, but 
repayment has proved impossible; or the 
projects funded have failed completely leaving 
the country with a massive debt and no hope of 
repayment, or repeated additional loans have 
become necessary simply to provide funds for 
the repayment of past loans. The debtor 
countries, as a group, began the 1990s fully 
61% deeper in debt than they were in 1980.° ) 

( I ) Michael Rowboiham: "The Grip Of Death". P. 137. 
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u?w \$o^M (fit*- j'\S\fJ^J- Jif £- 

sjUI i-jL jr°) &wA i 4>L^'A ■>'-' iVV 

The system can be compared point by point 
with peonage on an-individual scale. In the 
peonage, or debt slavery system ... the aim of 
the employer / creditor / merchant is neither to 
collect the debt once and for all, nor to starve 
the employee to death, but rather to keep the 
laborer permanently indentured through his 
debt to the employer .... Precisely the same 
system operates on the international level ... Is 
debt slavery on an international scale. If they 
remain within the system, the debtor countries 
are doomed to perpetual underdevelopment or 
rather, to development of their exports at the 
service of multinational enterprises, at the 
expense of development for the needs of their 
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own citizens." 



(1) Cheryl Payer; The Dcbi Trap; Monthly Review Press 1974 as quoted b; 
KowMham. opcit. I\ 137. 
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L j\£ <jt 2-fj£j L./ff& L fjb$z > tot 

Jl 2->b-. /»? A<L-ZLLJif. f\j\ 2J* 

e ^JM^tfW'c£(*$i£j^iJ* 

y^ jivL f\$4 fitq. Jtf i£j/4 Cjm i d& 
Sot/ ^ » A I »>*l \Ji M Jj\s j>/' 

J 1 1« 1- \??f}$3& 'J^h^^x. tf J- ,i^ -:rri 

(Case Study) i/#? jjl»Sl»,/l/>U. jL i_ c/^^kQl^ lfil£ 

In virtually all cases, the impact of these (IMF 
and World Bank) projects has been basically 
negative. I hey have resulted in massive 
unemployment, falling real incomes, 
pernicious inflation, increased imports with 
persistent trade deficits, net outflow of capital, 
mounting external debts, denial of basic needs. 
severe hardship and (^industrialization. Even 
the so-called success stories in Ghana and the 
Ivory Coast have turned out to offer no more 
than temporary relief which had collapsed by 
the mid 1980s. The sectors that have the social 
services, while agriculture, manufacturing and 
the social services, while the hurcien of 
adjustment has fallen regressive ly on the poor 
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and weak social groups/ ' 

&\j*/*\$>Sfi f h*S to**/ i*a <bJ 6w t^/ 

m L S- 'f iA if c^ < >> iA J/* «i- 

- S\jt &f*L L .Lib i/l*l lf~L t/J jfe,, -rfTZ 

»> jfjfi C u^/Jj Js/L^i 6AJ^ & ^ t/lV 

41 ui J- J I* /J'^ w^ 1 tyl# »>«» ^ «~ ftf c/i i. u/ls£ 

r^t/ji "Freedom From Debt" ^J^L^t^J^cC^f 

The foreign-aid-based development model has 
proved itself powerless to bring a single 
country out of economic and financial 
dependence. However, it has turned out to be a 
source of fabulous wealth for certain Third 

(I) Bad Onimode: The IMF. The World Bank and African Debt. Zed Books. 
1989. ;is quoted by Rowbotham, op. cil. P. 136. 
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World elites, giving birth to a new form of 
power and a socio-political class that can 
rightly be called the aidocracy.'" 

L #)» (?L L j>/> Jt L & \&t t f* 
fiS-it* i/J'b ijfyc^ *&r&4 1/A/1 U? $£ jtj 

{ I ) Jaques M. Gelinas, Freedom from Debt. Zed Books. London and New 
York. 1 998, P. 5^. 
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A change to Islamic modes of financing has 
been considered by IFC, but this would be 
contrary to the government (of Pakistan's) 



intention for foreign loans. 



Adoption by a foreign lender of Islamic 
instruments could be construed as 
undermining Government's policy to exempt 
foreign lenders from this requirement." 1 

^&£ <-,\A L c/l^L ,p^ tffU. \&/J 

\f-*\Si J^J^O L. yfcfi ^sjs f+ M* . /fMt -■ rrq 
4,jjj £l <L &J\ 'JjF^s c£/fl *-/w' J*rt ±^M Jjjt 

.^c^SJ^/'^£^^j^/jA^S^^ 

(1) No IFC / P - 887, daied December 22. 1987. as quoted by the Report of 
Prime Minister's Committee on self" reliance, headed by Prof. Khurshid Ahmad. 
Islamabad, 1991. 
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